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December 14, 2009

Honorable Mayor and Members of the City Council
City of Hancock
Hancock, Michigan

We have audited the financial statements of the governmental activities, each major fund, and the aggregate remaining fund
information of the City of Hancock for the year ended June 30, 2009, and have issued our report thereon dated December 14,
2009. Professional standards require that we provide you with the following information related to our audit.

Our Responsibility under U.S. Generally Accepted Auditing Standards and Government Auditing Standards

As communicated in our engagement letter dated July 6, 2009, our responsibility, as described by professional standards, is
to express opinions about whether the financial statements prepared by management with your oversight are fairly presented,
in all material aspects, in conformity with U.S. generally accepted accounting principles. Our audit of the financial statements
does not relieve you or management of your responsibilities.

As part of our audit, we considered the internal control of the City of Hancock. Such considerations were solely for the
purpose of determining our audit procedures and not to provide any assurance concerning such internal control.

As part of obtaining reasonable assurance about whether the financial statements are free of material misstatement, we
performed tests of the City of Hancock’s compliance with certain provisions of laws, regulations, contracts and grants.
However, the objective of our tests was not to provide an opinion on compliance with such provisions.

Significant Audit Findings

Qualitative Aspects of Accounting Policies

Management is responsible for the selection and use of appropriate accounting policies. The significant accounting policies
used by the City of Hancock are described in Note A to the financial statements. No new accounting policies were adopted
and the application of existing policies was not changed during the year ended June 30, 2009. We noted no transactions
entered into by the City of Hancock during the year for which there is a lack of authoritative guidance or consensus. There
are no significant transactions that have been recognized in the financial statements in a different period than when the
transaction occurred.

Accounting estimates are an integral part of the financial statements prepared by management and are based on management's
knowledge and experience about past and current events and assumptions about future events. Certain accounting estimates
are particularly sensitive because of their significance to the financial statements and because of the possibility that future
events affecting them may differ significantly from those expected. The most sensitive estimates affecting the financial
statements is current judgments. Management's estimate of the useful lives of fixed assets, used to calculate depreciation, is
based on the estimated useful lives of certain classes of assets. We evaluated the key factors and assumptions used to develop
the useful lives to determine that they are reasonable in relation to the financial statements taken as a whole.
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Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in dealing with management in performing and completing our audit.

Corrected and Uncorrected Misstatements

Professional standards require us to accumulate all known and likely misstatements identified during the audit, other than those
that are trivial, and communicate them to the appropriate level of management. Management has corrected all such
misstatements. In addition, none of the misstatements detected as a result of audit procedures and corrected by management
were material, either individually or in the aggregate, to the financial statements taken as a whole.

Disagreements with Management

For purposes of this letter, professional standards define a disagreement with management as a financial accounting, reporting,
or auditing matter, whether or not resolved to our satisfaction, that could be significant to the financial statements or the
auditor's report. We are pleased to report that no such disagreements arose during the course of our audit.

Management Representations

We have requested certain representations from management that are included in the management representation letter dated
December 14, 2009.

Management Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing and accounting matters, similar to
obtaining a “second opinion” on certain situations. If a consultation involves application of an accounting principle to the
City’s financial statements or a determination of the type of auditor’s opinion that may be expressed on those statements, our
professional standards require the consulting accountant to check with us to determine that the consultant has all the relevant
facts. To our knowledge, there were no such consultations with other accountants.

Other Audit Findings or Issues

We generally discuss a variety of matters, including the application of accounting principles and auditing standards, with
management each year prior to retention as the City of Hancock’s auditors. However, these discussions occurred in the normal
course of our professional relationship and our responses were not a condition to our retention.

This information is intended solely for the use of the City of Hancock Board and is not intended to be and should not be used
for any other purpose.

We appreciate your business, thank you.

Bruce A. Rukkila, CPA, PC

Certified Public Accountants
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In planning and performing our audit of the financial statements of the City of Hancock, as of and for the year ended June 30,
2009, in accordance with auditing standards generally accepted in the United States of America, we considered the City’s
internal control over financial reporting (internal control) as a basis for designing our auditing procedures for the purpose of
expressing our opinion on the financial statements, but not for the purpose of expressing an opinion on the effectiveness of
the Entity’s internal control.

FINANCIAL STATEMENT FINDINGS

2009-1 — Preparation of Financial Statements in Accordance with GAAP (Repeat Finding)

Criteria: All entities are required to prepare financial statements in accordance with generally accepted accounting principles
(GAAP). Thisisaresponsibility of management. The preparation of financial statements in accordance with GAAP requires
internal controls over both recording, processing, and summarizing accounting data (i.e., maintaining internal books and
records), and reporting government-wide financial statements, including related footnotes.

Condition, Cause and Effect: As is the case with many small entities, the City has historically relied on its independent
external auditors to assist in the preparation of the financial statements and footnotes as part of its external financial reporting
process. Accordingly, the City’s ability to prepare financial statements in accordance with GAAP is based, in part, on its
external auditors, who cannot by definition be considered a part of the internal controls. As a result of this condition, the City
lacks internal controls over the preparation of financial statements in accordance with GAAP, and instead relies, in part, on
its external auditors for assistance with this task.

View of Responsible Officials: The City of Hancock has evaluated the benefits of establishing internal controls over the
preparation of financial statements in accordance with GAAP, and determined that it is in the best interest of the City to
outsource this task to its external auditors, and to carefully review the draft financials statements and notes prior to approving
them and accepting responsibility for their content and presentation.

2009-2 — Recording, Processing and Summarizing Accounting Data - Capital Assets/Adjustments (Repeat Finding)

Criteria: The City is required to have in place internal controls over recording, processing and summarizing accounting data
(e.g., maintaining internal books and records).

Condition: As is the case with many small entities, the City has historically relied on its independent external auditors to assist
in the recording, processing and summarizing of certain accounting data as part of its external financial reporting process.
Accordingly, the City has placed reliance on its external auditors, who cannot by definition be considered a part of the City’s
internal controls.

Effect: As a result of this condition, the City lacks internal controls over the recording, processing and summarizing of
accounting data, and instead relies, in part, on its external auditors for assistance with this task.

View of Responsible Officials: The City has evaluated the costs vs. benefit of establishing internal controls over the recording,
processing and summarizing of accounting data, and determined that it is in the best interest of the City to rely on its external
auditors to recommend the necessary adjustments.
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ADDITIONAL COMMENTS AND RECOMMENDATIONS

During our audit we became aware of opportunities for strengthening internal controls and operating efficiencies. The
following items summarize our comments and suggestions regarding those matters.

We will review the status of these comments during our next audit engagement. We have already discussed these comments
and suggestions with various personnel, and we will be pleased to discuss them in further detail at your convenience, to
perform any addition study of these matters, or to assist you in implementing the recommendations.

Journal Entries

Presently, there is no review of journal entries prepared by the clerk. In order to enhance the internal controls in this area, we
recommend that journal entries be approved either individually or in batches by a person independent of the preparer.

Budget Review

Michigan law prohibits spending amounts in excess of appropriations (budgeted amounts). As noted in our audit report, there
were instances of spending amounts greater than budgeted.

We recommend that the Council carefully review its actual revenue and expenditures to budgeted amounts at least quarterly.
Amendments to the budget should be made after reviewing all financial information.

Public Act 275 of 1980

The City had a fund balance deficit as of June 30, 2009 in the Major Street Fund and Parking Meter Fund in the amount of
$54,322 and $2,788 respectively.

We recommend that the Council monitor the fund balances of all funds more closely and take steps to avoid such deficits as
necessary. Inaccordance with Public Act 275 of 1980, the City must formulate and file a deficit elimination plan (DEP) with
the State Treasurer to correct the deficit situation. This DEP must contain: (1) a copy of current trial balances showing the
deficit eliminated; (2) copies of Council resolutions approving operating transfers used to eliminate the deficit; and (3) a
projected budget, approved by the Council, itemizing the revenues, expenditures and the changes in the fund balance.



